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ABSTRACT 

The paper addresses the importance of developing a 
rural community's commercial sector for economic development by 
providing some analytical tools. Procedures are outlined to estimate 
commercial sector activity in a coamunity, to estimate commercial 
sector activity for various counties within a state (Nevada is used 
as an example), and to develop strategies for strengthening activity 
in a rural community's commercial sector. Sample equations are 
provided for calculating trade area capture and pull factor values. 
Strategies suggested for strengthening commercial activity include 
(1) identification of market potential through a survey of consumer 
demands and buying habits; (2) improvement of retail market capture 
share through downtown analysis and renewal; (3) develofMnent of 
employee training programs to improve quality of service; (4) 
expansion of purchases by non-*local people through appropriate 
advertising; (5) encouragement to buy locally; and (6; collective 
action through formation of organizations such as the local Chamber 
of Commerce. Twenty references are listed. (NEC) 
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hcoiioinic dcxclopincni slrjkvics luivc 
II Jililioiialiv o MIC cm ruled allviuion on (he 
alli jcliitii ol hjMC or c\|)oil iiulusli ics 
Hvport induslucs incluilc the .iLMKuiUiuii. 
tnimiig^ Jiiil tiijtiulueluriii^ sei.h)iN.' vviih 
niosi dcveli>piueiil Niralej:ies Iikumii^ oh 
bringing injiiuljelurint! pbiils to ti te;^u>ii 
lX,'\elopincni prolcssionjls eiieiHiia^.' 
allrjelion ol these IiriiiN because e\|)ori 
iiKlustrics provide a muhilude ot econoinu 
jeliviliCN ihrou^h the inullipliei elleel ' 
Himever. developiueni siraicii) liKUsnii; 
soieK 1)11 cNpori pronioiioii i)verl(M>ks 
increasing ihe inulliplier eilecl iliiou^h 
de\elopaienl oi a leyum'.scoiniiicici.tl 
seci4)r * 

HisioncaiK. rui.il coniinuniliCN lose ici.iil 
and service sales lo large ineliopohi.in 
ci>iiiinuiiilies These lost sales, cilled 
"leakages." reduce the si/e ol »i 
toniinunily's e\pon l)aNe inulliphei 
because lespendiiig acliviiiCN occui i>ulMde 
ihc ciunmuniiN. Mso the Bureau ol l.abiu 
Stalisucs projccis ih;il alnu>st 75 pcrcciil ol 
all new jobs created bet ecu h>K2 and 
1995 will in the eoinnicicial sector (19) 
Thcretore. a developineiit strategy which 
tiK'uses entirely on aitractmg 
nianul'aetunng tirins to a region may be an 
incorrect strategy given that many 
manufacturing lirms arc relocating in Far 
East countries such as Taiwan. Korea, and 
Singapore. A more comprehensive 
development strategy for contemporary 
and future time periods would be one 



which not only encourages the attraction of 
e\|>iut indnstries but also emphasises 
de\elopmg the comiiiunity 's coiiiinereial 
scctoi. This pa|vr. therefore, addresses the 
iniportaiicc of de\eK»ping a rural 
ii)niiuuiiity \ commercial sector U)r 
economic development by pro\ iding some 
analytical t(H)ls Specific objeciives are to 
develop priK'cdures for estimatmg 
commercial sector activity in a 
coniiiiuiiiiy; to estimate eoimiKreial sector 
aciiviiy lor various counties wnhin a Mate 
(Nevada is used as an example); and to 
dcxclop stiategies lor strengthening 
acti\ ity III a rural coinniuniiy \ commercial 

SCctlM 

'l'r;idf Area Aiialvsis 

Seveial studies have been completed which 
deteinmie commercial sector activity in 
luralarcas. (I- 15) This paper will tiKuson 
trade aiea analysis as developed by Stone 
and McC imnon at Iowa State and Pulver at 
the University of Wisconsin (I5.K). For 
tiadc area analysis, two measures arc Used: 
(lade area capture and pull factor 

C alculation of Trade Area Capture 

Tiade area capture is determined by 
dividing the county s actual retail or 
ser\ ice sales by the state per capita 



expenditures adjusted by the relati 
capita income between county and 
The equation is. 

Tiade Aiea Capture = 

Actual Retail Sales o 
Merchandise Type i 
i n County j 

C 
Pi 
I 



Slate Per Capila 

pApenditures 
lor MerchandiNe 

Type I 



Pi 



Most trade area models assume ih 
communnyS market area i.s solely 
tunctum of population and dislanc 
area captuie explicitly incorporati 
and expenditure factors which als 
the eonimumiy s trade area. The 
underlying assumption of trade ai 
ciiplure IS that liKal lasics and pre 
regardless of income differences, 
similar U) the state's. 

Trade area capture estimaies usiu 
derived tor more than one lime p< 
more than a single county. By eor 
county's trade area capture estinv 
through tune with changes in the 
population and ineome. the count 
to capture trade at a similar rate ii 
county's population or ineome gr 
declines is derived. Also, by corr 
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clMn|!cs in Uiidc jrcj cjpUiic tt>i cihiiiIk'n 
ot siiiiiljr dciiiopruplik .uul coinoiiiic 
Mruc'turc. ihc couni) s rci.iii\o voiinui ivul 
sector jctivii) cuii be cMiuuu J 

txampie CaUulatian 

For ihi» c\uiii|ile. li jdc urcj ^.iptiirc .iiul 
pull finior values lor Hciuhtikh C'ltuiii). 
Ncvudu will be derived I roin ilie ( \ tt\n\ 
ofRx'iail Truth', lolul relJil sjles lor 
Humboldl Couni) m 1977 v\ ere 
$36.38().(KK). Tlie MJle per e.ipiU 
expendiiures lor relail sjics in 1977 v\cre 
$4,526.12. Count) percipiu iiuoine lor 
HuniK)ldt Count) in 1977 wjs Sh. U I Jitd 
stute per cupitj ineoine u.is S7.8()S 
Plu^j2in^ these iiunibcis into ilie lonnulj 
derives u vjlue tor irjde jum e.ipiiiie 
ri A.C )or 



T.A.C 



>>30..^Xi).(KH) 

S7.SII8 

S^6 ^St).(HH) 

S4.526 12 V 0 SUS.^ 

S.^6JS0.000 

S.V65K 40 X *>.*M4 



The trade are.i cjpiure \alue tor MuniKiUlt 
County indicates that iheic v\eic retail 
sales equal \o 9.944 pet»ple it tlie> had 
purchased retail products al an average 
rale similar \o all state residents wluic 
adjuslinii lor relative inciHiie levels The 
estimate is not the actual number ol f)cople 
who made retail purchases m HumNildt 
Citunty but rather an eijuivaleiit iiumbei 

How to hurrprel These Suinben 

If the trade area capture is l.u^*cr tiian the 
county population tlicn it means that I ) the 
county IS attracting consumeis trom 
outside its biHindaries or 2) {Vi^ple v\lio 
reside in the county are sfK-ndm^ more I'or 
these retail items. IT the tiade aiea capture 
IS less than the county population, then the 
county IS 1) m>t even eaptunng the retail/ 
service purchases ol its ov^n residents or 
2) county residents arc spendinj; relaiivel) 
less than the statewide a vci age l*or allot 
these occurrences, further analysis is 
required sueh as a cimsuiiier survev in the 
county. 

Trade area capture estimates are an 
aggregate figure made up of both kxral aiul 
non>local shoppers. To estimate the 
amount of sales that were to outside 
shoppers, a pull factor is derived. Pull 
factor is a ratio which explicitly derives the 
portion of consumers that are from outside 
the county btnindaries 
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How \re i'uil i'aUors Cah tiialvii? 

1 Ik- pull I.Kiui. Ini ictail ^imkIs and 
scixKcs. IS the trade aiea capture estimate 
(liMileJ h\ the count) 's |X»pulation 



l*utl 
1 actoi 



Trade Area 
Capture hsiimaic 

Count) I 
Population 



I'hedivision b\ count) |>t>pulaiioii leinoves 
llie inlluenceol pitpulation change v\nhiii 
ihc count) and locuses atiention on the 
count) 's ahilil) lodiaw outside cusiomers 
With the trade aica capture estimates for 
Ilumholih County in 1977 being 9.V44 and 
amount) )H)pulalioii ot 7.6(K), the pull 
t.Kloi isdc-iived 



Pull 
ladoi 



*^944 
l.HH) 



I .^i 



I or 1977. ihis means that HunihoUlt 
Count) IS experieneiiiji an inllow ol retail 
s.iles customers. 

Coiiiiiicrciul .Sectur AiiuUsis tor tlic 
State of Nevada: An Example 

Usiii*: ihe trade area capture and pull factor 
equations, a trade area analysis tor any 
luunber of counties in an area, state, or 
legion can be developed. This section 
shows a trade area analysis lor the 
scveiileen ctmntics in the state ol Nevada, 
hor this example. Nevada's total county 
retail sales, as v\ell as state, were derived 
iisv.u the Cai\tt.\ oj Rvuul Tnuk' that is 



published every live years U'.g. . 1977 and 
1 9S2 ) Also, if the researcher wishes to do 
an annual anal) .sis. total county and stale 
retail sales are presented in annual issues 
ol the Sri/c.s and Maikviin^i Mana)iement 
magazine. (10) If the researcher is unable 
to obtain issues of the SaU's und Murketin^ 
Mmu^vtncfU magazine and the 
researcher s state has a sales tax. it may be 
lH>ssible to obtain annual county and stale 
i:n)ss taxable sales to develop a complete 
data base. With annual data, the eftcvts ot 
"b*M)m and bust" economic cycles on an 
area's trade area activit) can be derived. 

I'or the Nevada example. ciHinty and slate 
ictail sales values \\ere derived friMii the 
C\'n,\u.s ofRi'Hiil Trade. (16) State per 
capita expenditures lor retail items were 
derived by dividing state retail sales for 
1977 and 1982 Irom the Census oj Relail 
hade by slate population ligures from Ihe 
Bureau ol Econoniie and Business 
Research at the Univcrsit) of Nevada 
Reno. State and county per capita ineonK* 
and population values tor 1977 and 1982 
were also obtained from the Bureau of 
Ficoiu)mtc and Business Research at the 
University ol Nevada Reno Another 
source of information pertaining to slate 
ami county population and per capita 
income values is the publications and 
computer tapes ot the Bureau of Economic 
Analysis. (17. 18) Frimt these data sources 
and using the trade aiea capture and pull 
laclor equations, trade analysis for Nevada 
was accomplished. 

1able 1 shows trade area capture and pull 
lacu»rs for each ot the sexenicen counties 
11) Nevada Iroin 1977 to 1982 The two 



TABLE I : TRADE AREA ANALYSIS FOR 
TIU: .SEVENTEEN COUNTIE.S OF NEVADA, 1977-^1982 
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Churchill 


4?. 191 


13.018 


0.93 


43,528 


1 1 .640 


0.% 


Claik 


l.^:3.S66 


51*). 165 


1.02 


1.708.529 


.^91.010 


1.00 


Douglas 




12.()ll 


0 62 


46.692 


9.140 


0.64 


i:iko 


72.746 


I9.no 


0.98 


64.949 


15.. ^20 


0.99 


hsmcialda 


2.1)62 


740 


0.62 


1.111 


320 


0.47 


Luieka 


1.782 


580 


0.41 


1.481 


480 


0.42 


Humlx)ldt 


47.356 


17.297 


1.54 


36.380 


9.940 


1.31 


Lander 


9.669 


3.019 


0.64 


9.139 


2.570 


0.78 . 


Lmeoln 


5.346 


1.747 


0,47 


8.541 


2.940 


0.98 


Lyon 


28.536 


8.712 


0.59 


23.58^) 


6.150 


0.56 


Mineral 


13.705 


3.956 


0.68 


16,301 


4.600 


0.76 


Nye 


25.360 


8.213 


0.63 


15,891 


4.260 


0.73 


Ormsby 


136.166 


35.911 


1.04 


130,308 


29.400 


1.08 


Pershing 


17.466 


5.834 


1.58 


14.404 


3.720 


1.24 


Storey 


2.780 


1 .0S3 


0 62 


31S7 


880 


0 85 
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While Pine 


26,411 


8.752 


1.01 


40.260 


10.770 


1 25 
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SMSA ur Mciriipoliiun counties in NcvaJa 
urc Cliirk and WjshdC CiHinitcs. The 
remaining aniiuics are clussilicd as luni- 
SMSA. iM>n-Mciriipi)liian. or nual 
tHHintics. Of the rural ciHintics. the 
cuunttes ol Humboldt, Oniisby. Pershing;, 
and While Ptnc stKiwcd intlows ot 
cuslomcrs in 1982 because oi a pull factor 
thai \^as greater ihan one. 1 hcsc are alsi) 
coc«itics rccognucd as retail hubs (or rural 
residents. 

Of the seveiHtvn counties Iroiii 1977 to 
1982. five increased their pull tat lot. 
eleven had decreases in pull laclor. and inic 
n:n1auH^i unchanged. For example. 
IX)ugia!» County experienced a 5 percent 
increase in real retail sales and 38 percent 
iiicrea.se in trade area capture, hut 
experienced a } percent decrease m pull 
factiK. With gains in county population and 
per capita income, a possible explanation 
of Douglas County's dcxiine in pull factor 
may be restdents shopping m other retail 
centers such as Reno 

For this example, total retail sales by 
county were usc\l for trade area aiuly sis: 
however, retail .sales are further dclincalcd 
by the Ctfii.\us oJ Hctatl TraJv into ten retail 
establishiiient subgroups/ Also, if one 
Uhcd the Saie\ wul MarkeUfta Manat^cmntt 
maga/ine. retail sales are delineated into 
nine sub-grouptngs.* However, tor Mmie 
retail establishment sub*groups m b^Hh 
data sources, the problem ol data 
diiftClosure exists. This is why if gross 
taxable sales data are available ironi your 
state taxation ofticc. a more detailed trade 
area analysts can be made. 

Stmlrgkii for Strengtbenini* a 
Community \ Commercial .Sector 

In and of themselves, trade area capture 
and pull fact or estimates niay not tell rural 
dccisiiHi imkcrs anything they might not 
already intuitively feel dhoui their 
community s commercial sector. One 
might ask. "How can trade area capture 
and pull factor estimates be elfectively 
used?" One use of trade area capture and/ 
or pull factor estimates is to develop a 
history of these estimates. Thmugh a 
history of pull (actors, rural decision 
makers and retailers can sec il their 
community is losing shoppers to outside 
counties. However, the major benefit of 
trade area analysis is that it stimulates 
communities to examine reasons why they 
have k)st pulling power and asses options 
available to recafit^re \os^ trade. 

I 

In order for a community rs commercial 
sector to improve capture of local dollars, 
suggested strategics, as proposed by 
Pul vcr might be appropriate. (HAl) One: 
' ' ^/ market potential or retail cHitlets 
^ D I a survey tif consunKr demands 
Ma i j ii ^ ii jj i j ng habits. As mentioned earlier, of 



and by themselves, trade area capture and 
pull lactor Cstuiiates only initiate 
discussion ()f a conuiiunity \ comliiercial 
sector A detailed survey ol the 
community s customers is needed to 
develop appropriate strategy. Two: 
Improve share of retail market capture 
through downtown analysis and renewal. 
By ihis strategy, comments of local 
bu.Nincsspeople are used to develop retail 
strategy. Three: Aid employers in 
developing employee training programs to 
improve the ijuahiy ot service. A factor 
oIlenoverliHtkcd is *hat a customer's tlrst 
impression ol a retail store, and .sometimes 
ot the community '.s entire commercial 
sector. IS the attitude and sales service ot 
the retail cslablislimenrs empk)yee.s. Four: 
L\|und purchases by non*local people 
through appropriate advertising. If a 
community 's commercial sector does not 
advertise, then potential customers, 
especially non-rcsident eu.stomers may not 
he av^are i)f establishiiKnts in the area. For 
many tinirist states, appropriate out-ot* 
state advertising is beneticial. Five: 
Encourage UKal citi/ens and 
businesspeopic through intbrinational 
programs to buy liKally. This strategy is 
olten referred to as import substitution. 
Thiough an analysis ot consuiiKrs and 
industries, local deciskin nmkers and 
bus iiesspeople may become aware of 
possible business ventures where sales are 
llowmg to outside counties. Through such 
a program, sales leakages are reduced and 
the esport base multiplier is strengthened. 
Six* Collective action through the 
lormation of organizations such as the 
Uval Chamber of Commerce. In order to 
improve l(K*al dollai capture, especially in 
a rural community, collective action must 
he used ti) initiate devclopiiwnt in the 
coinn (Unity's commercial sector. 

Com'lusioiLs 

An avenue ol community devckiptnwvt 
ol'tenoverl(M)ked by economic 
dcvciopiiKnt strategists is the promotion of 
the community's commercial sector. These 
economic sectors, usually classilled as 
non-basic or secondary sectors in export 
base theory can contrihuu^ to a 
community's level of economic activity. By 
strengthening the community b commercial 
sector, the export base multiplier may also 
be increased. 

Forcommcfcial sector analysis, several 
procedures can be used; but, for this paper, 
trade area c^Kure and pull factor estimates 
were developed. These trade area analysis 
tools in and of themselves only indicate 
commercial sector activity in the 
community. The nuijor benefit of trade 
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